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?ﬂls LEYTER 15 1N GCONFIRMATION OF THE CALL T2 YoU 8Y AND CUR
VERBAL DISCUSSION WITH OoN NovewBer 12, 1959, .
AR IHDICAYED AT TRAT TiML, 03 s WS- CT COMTRACT HAVE BEEN
CUEXHAPSTES ON NovIup® 13, AND wE HERIBY REQUECT AUTHORIZATION OF AN ADDITIONAL
FOR COMPLET{ON OF THE TASK SPCCIFIZD IN TH1S CONTRACT. WF wOULD LiXE
Y0, AT THIS TiMZ, CONFIAN THAT THE SHIPPING SCHEDULE FOT THE FIRST Nadiw
DEYERMINATIOH DEVICE HAS HAD To BE REVISID To Dccemper 18, 1959, SHiPMeENT OF
THE REMAINING TWO UNITS S CURRENTLY PROJCCYEDS ON SCHEZDULE-—=THE STCOND UNIT
on January 15 AND THE THIRG UNIT ON 1T Feeauany.

STATINTL

WE ARC ENELOING WITH THIS LETTER A COST DREAKDOWN SHOWING THE DISTRIBUTION
oF THE ADDITIORAL FUNTS REQUESTED. It SHOULD BE NOTED THAY TH1S COST BREAK-
BOWH DOCS MOT SMOW IN DETAIL THL FACYO:Z CONTr{CUTING TO AN OVIRRUN OF THE
ORIGINAL BUDAET. SOME OF THE FACTORS CONTUBUTING TO THIS OVERTUN 'ARE L1STED

IN THE FOLLOWING SECTION! STATINTL

1. IN GENERAL, WE HAYVE FOUND THAT THE PRECISION REQUIRED 1IN THE NADIR
DETERMINATION DEVICE HAS RESULTED IN SUBSTANTIALLY MORE COMPLEX DES{GN

AND DEVELOPMENT TASKS. ‘ , STATINTL - -

2. AY THE TIMC OF OUR ORIGINAL PROPOSAL, 1T WAS CORTCMPLATED THAT TiC
. YIBRATING SLIT-SCANNER, DLSICNTD BY THC
WOULD S IDEALLY SUITED TO THT RIQUIREMENTS OF THE HADIR DETEMRINATION
- DEViICR. HOUEVER, AFTER THE EXPENDITURE OF APPROMIMATELY §00 ENGINEER ING

uwours at A cost or arrroxivately [ 1~ A% ATTEMPT T3 ADAPT THIS
SOLUTION TO THC NADIF PROBLEM, THIS APPROACH HAD TO BT ABANDONED DUE TO
INSUPFICIENT STABILITY AND ACCURACY OF THC SLEIT~TCANNER. IT THSN BfcaMe
NECESSARY TO PURSYT THE DEVELOPMENT OF THE OSCILLATING MIRROR-TYPE SCANNER
WHICH HAS SUGCESSFULLY DEFN INCORPODRATED INTG THE HADIR UNIY. 'APPROXI-
MATELY HOOO ADDITIONAL FENGINZERING HOURS WERE REQUIRED TO EFFECT THE
OCVELOPMENTY OF THIC ALYTTANATI SCANNING DEVICE, AT A COST OF APPROXIMATELY
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STATINTL

) ALTHOUGH THIS EXPENDITURE 1S COMSIDERABLY IN EXCESS OF OUR

ORIGIRAL £3TIMATES, THE EFFQRT INVESTED HAS PRODUCLD A SCANNING SYSTEM

;:'ca SATISFIES YHZ HIGH=-PRECISION NEQUIREMENTS OF THE NAD1R DETERMINATION
vite,

3. ‘Tm: mwm ESTIMATES OF THE COST oF THE PIGM] QUTPUT UNITS WERE MADE

B v £ B%niﬂ'r GF EXPERIENCE 1N MAMUFACTURING AND CHECKING OUY YHESE
ftﬁﬂ-s! EXPERIENCE GAINED 1N MANUFACTURING THESE UNITS, SINCE THE
ﬁkicmu :sfmaﬂrs WERE MADE, HAS INDICATED THAT THT ORIGINAL ESTIMAYES
WERE LOW. 1IN ADDITION, FURTHCR COSTS WERE INCURLID IN RTPACKAGING THE i
TAPE ORAVERS |N ORPER TO MAKE THEM COMPATIELE wiTh THE NaDir DETERM At ion
DEvicE, eumz&;m. THE HET CFFECY OF INCREASED MANUFACTURING COSTS ARD
™e mnmam; DES &M REQUIRED BY REPACKAGING HAS BECN TO IWCREASE THE
ﬁ?ﬂL coa‘r By APiROMMlTELY _ STATINTL

4. U‘ntxpccr:o DELAYS IN THE RCCEIPT OF VITAL COMPONENT PARTS HAVZ BEER :
RESFOMSIBLE FOR BELAVING FINAL ASSEMBLY AND THE BROGRANNEL CHTCKING ° c
PERTOD, ‘F\mcmsc om:n* FOR THESE COMPONERT PARTS WERE PLACED AT TIMES
Wit ICH VERE ESTIMAYED TO BT «TLL IN ADVANCE OF REQUIRED DILIVIRY DATL.

R ‘ THESL DELAYS WERE IN rm‘r A m.\:c-r RESWLY OF THE STELEL STRIKE tno WERE

P : SUL 1N PARY SIMPLY TO THE FAILURT OF CERTAIN SUPPLISRS T0 MEET YHtfR
 PROMISED | DELIV‘ERV scntouzs. , ;

5. - THe oaumuu. ESTIMATE ON THIS PROGRAM ASSUMED THAY A SUBSTANTIAL PORTION
: oF YHE NEHUFACTURSM. OPTRATIONS COULD BE PERFORMED IN OUR R“UF‘»\CYURH’G oot
_FACILITY., HOWEVER, THE COMPLEXITY OF THE MACHINE ULTIKATELY DICTATED THE ‘
s :i Ll;A‘t{dm OF. gur MORL HIGHLY-3KILLED ENGINEER NG MODZL NAKENZ FOR A
$5C PORTION OF THE onnﬂon, WITH RESULTING INCREASES IN LABOR COSTS.
THIs cuance l;CGUNTS FO5 THE ATDUCTION IN MANUFACTURING COSTS ARD A
ceﬁamoﬂbwc mcrztAsz iN m zncmsnma cosTs.

WiTh runfua‘ REFERENCE TO THE MATTER OF LABOR COST, 1T VILL BE NOTED THAY
SEVERAL LADOR RATES WAVE INCRCASED SLUGHTLY DURING THE CURRENT YEAR.
HowevER, AS A RESULT OF OUR SUCEESSFUL IFFORTS TOWARDS REDUCING INDIRECY
COSTS, THE INCREASE N DIRECT LABOR RATES HAS BEEN MORE THAN OFFSET oY
_THE FAYORABLE CHARGE IN BURDEN RATES.

6. A FURYHER FACTOR CONTRIBUTING TO INCREASING THE TOTAL PROGRAM COSY |5 THE.'
IMCREASE 1IN COST OF DIRECT MATERIALS. FOR EXAMPLE: STATINTL

6.1 Duf TO THE COMPLEX REGUIREMENTS AND THE HIGH DEGREE OF PRECISION
NECESSARY TO SATISFY SPECIFICATVONS, THE COSY OF ELECTRONGC COMPONENTYS
PROVID TO BE SIGRIFICANYLY HIGHCR THAN ORIGINALLY ESTIMATLD. VOLTAGE
REGULATORS, WHICH HAD BEEN ESTIMAYED TO COST ROVED
UMSATISFACYORY] AND 1T WAS NCCESSARY IN THE INTERESYS OF REQUIRED
PLRFORMANCE TG PURCHAST VOLTAGE REGULAYORS COSTING APPROXIMATELY

THE EXPERICNCT WITH THE VOLTASE REGULATORS 1S TYPICAL

HROUGHOUT THE PROCUREMENT OF CLECTRONIC COMPONENTS FOR THT Napin

¥
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Lo
STATINTL i
8,2 THE DESIGN, AS ux.‘rmrn_u FIXED, RESULTED IN INCRTASING }m. COST _of
_CABINCTS OY APPROX mncu
6.3 Tac QRIGINAL COST CSTIMATE DID NOT ANTICIPATE QUR BEING REQUIRED To

R : ) FURNISH PAPER £ P\mcnss. THESE $TEMS HAVE ADLID A NIN- QF ;
STATINTL APPROXIMATELY o THE COST OF THE mocam. , o

6.4 ORIGINAL COSY £SYIMATES DID NOT cou'r:unn: REDES 1GN OF THE KEYSOARD
AND TAPE CONTROL MODULE FOR SPECIAL COMPUTER PROGRAMMING. Tirs ﬂss
Ptmo Ntesssmv DURING THE COURSE OF THE DEVELOPMENT.

BASED GH COSTS | INCURRED To DATE TOREYHER WITH ADSITIGNAL CQ8TS AEFLY ‘.w B
| THE AYTACHLE BREAKDOWN, TOTAL CAPENDITURCS AT YHZ COMPLEYION of THE toNtier =
" TASK yiLL FXCEED OUR TOST PROPOSAL ON JUNE 2, T953 BY tue ForiowiNa mow’ts o
AN mt INDIEAYED An:a‘s , oo

: J - < a STATINTL® x

dyes - :_' 1 Ovcn“unn 1)

iucﬂm:a 186 Lapon anp Duroow

e

mawuauc Lasor aMp BurDEn
DAIRECT MATERIALS

& ann A Expinse

STATINTL " . mer inchcase In Costs: |

© WMILE wE R*ccwt'r mn THERE HAS BEEN A NET INCREASE IN THE caumxt? cos'r
A ¥ALTD THE TECHNICAL REASONS FOR THL INCREASES MAY BE, W& HAVE BEzW =
 'WERY MUEH MORE DISYURBED BY THE FALT THAT ve WERE UNABLE To cIve vob abeduave™
ADVANCE MOTICE oF THE OVESRUN. THERE ARE SCVERAL FACTORS WHICH CONYRIBUTED
Yo OUR DELAY 11 RZCOBMIZING IN ADVANGE THE REQUIRIMINTS Fon ABOTYTONAL
o namms. THE £231¢ TACTOR HAS BEIN A LACK OF TIMCLY tody DATA, BoTH rncu‘
T MSCOUNTING AND N Emmfmmc. KDMIRISYRATION, [N RECOGHITION or IHESE

B

ur:::zucii:;, WE HAVE BECN, DURING THE PAST SEVERAL WONTRS, TAKING spedific ¥
ACYION Yo ECY EXISTING WEAKNUSSES ANC TO (WSURT THAT NI PROBLEMS Do WOY
DEVELDP TN THT TOTURCT, IN YHE ENGINEERING AREA, wE HAVE, CFFECTIVE Sepveuper

25, 1889, nu,w A LONG VACANY POSTTION ‘AY THE TOP MANAGEMENT LEVEL. ON THAY
oxve, IR~ s A551GNED DUTICS OF VICS-PRESVBENT, ENGINCERING
WITH THE SPECIFIC. GBJECYIVE OF ORGANIZING AND ADHMIRISTERING A TIGHTLY goN-
TROLLED ENGINEERING OPERATION. N THE BRIEF PERIOD SINCE SCATEMBER' ”25, '

HAS CSTABL ISHED VASTLY IMPROVED CONTROLS ON THE SCHEODULING OF
ALL_OF THE FACCTS OF THE ENGINCEZR NG DEPARTMENT, INCLUDING ECCCYRTEAL ANT
MECHANICAL DES1GH, DRAFYING, MODCL SHOP CFFORTS, AND PUBLICATIONS. Siewiri-
CANT INPROVEMENTS HAVE ALREADY BECN MADE N PLACING ALL OF THE PROGRAMS oN
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SCHEDVLE, BOTH AS REOARDS YIME ANC cOsTs. FURTRER, A THOROUGH REVIEW HAS
BEEM WADE OF THE GAPABILITILS OF ALL OF THE PERSONNEL IN ENGINEERING wITH
PARTICULAR ATTENTION BEING GIVEN TO THE PERSONNEL IN SENIOR POSITIONS. AS
LA RESWRY off THIS PERSON:TL REVIEW, A REPLACEMENT HAS BEEN MADE FOR wE CHIETF
OF THE NECHANICAL DESHGN STETJON AND AN EXPERIENCED MAN HAS SEFN FLACED IN o
CHARGE OF THE TLECTRICAL DESIGN GRour. ALmest IMMESIATE IMPROVENCNT IN THE T T
OFCRAT(ON OF BOTH OF THESZ GROUPS HAS BEEW EVIDENCID. o e

The CHGINCERING DEPARTHINT HAS BEEN RE=-ORGANIZED 50 AS Y0 empHasizE tHE V0
PRODUCT MARAGER CONCEPT TN THE MANASENIHT OF YHE TECHNICAL DEPARTHENTAL
RESPONSBIL 1FES. THE ENCLOSED ORGANFIATION THART REFLECYS YWIS CHARSE. ~“¥wr
PRODUCT MABAGES CONCEPY HAS BEEN APPLIED TO PROYIDE CONVINUITY iN THE ENCTS
MECRING DESION AND DTVELOPNENY TFFORT BY ASSIGNING SEN 10R ENGINETRE X PROBULT
HANAGERS, EACH OF WHOM 1S RESPONSIBLE BOTH FOR THE DEVELOPNENT OF A SPECIFIC
eLa%s OF PRODUCYS AS wELL AS FOR TECHNICAL LIAISON wITH cusYoMERS. THIS
LIATSOW FURCTION WiLL ELIMINATE A SERIOUS DEFSCIENCY IN PREVIOUSLY ESTASLISHED ©
HETHOGS OF CONTROL. PRODUCT MANAGERS ARE AL80 RESPONSIBLE FOR CLOYE iMTERNAL i
COSRDINATION OF YHE CNTIRE DESICN AND MANUFACTURING EFFORT RELATED 1 ’
DEVELOPMENT CONTRACTS IN THWEIR ARCA OF TECHNICAL copE¥antz. THIS _RETPONSY- -
BILITY HAS BEEN ASSIGNLD TO THE PRODUCT MANAGER' Y0 INSUZT THAY comPRacTury’
COMBITTMENTS ARC COMPLETED ON TTME, WITHIN BUDGETS, AND THAT THE TCTHNICAL
RESULTS WiLL SATISFY CUSTOMER REQUIREMENTS IN FULL. T

Wit REFERENCE TO THE ACCOUNTING FUNCTION, A DAILY COST PROGRAM WAS BEEN
AT EAYED BH ALL HAJOT CONTRATYS. MATERIALS AND OTHER DIRECY THARSES ARE WO T T
LowaEr MEPGRTED ON THE COST REPORT ON THE BASIS OF *RECCivERS”Y BUT ARE
ACCOUNTED. #OR IMMEDIATELY WHEN FUNDS ARE DBLIGAYED BY PURCHASE OROER COM-
MITMENYS .. I% GRDER TO TARE FULL ADVANTAGE OF THE MOREC ATTURKTE FoFymeLy - o0
IMFORMAT {006 FURNISHER 70 EMGINEERING BY THE AccOURYING DEPArmvENY, X ProsraM ™
OFf WEEKLY PROJECT REYIEW MEETINGS HAS BUEN TSTABLFSHED. THE WTETING 13
ATTENDED B THE VICE-PResiDENT, TnsiHEcriING, CHIcF DNGINEER, ALl prODUCY -
MAMAGERS, AND CNIEFS OF THE MECHANICAL AND ELECTRICAL ‘DESTEN STCTIONS AS ST

WELL AS THE WEADS OF THE DRAFYIHG AND MODEL SHOP, ‘awp THE Lrai3ow ENGWRETRY T
CACH PROGRAM S REVICWIC FOR PROGRESS DURING THT WEEK, PROBLEMS TNCOUNTERED, -
PROJECTED ACCOMPL ISHMENT IN THME FOLLOUING PERIOD, AND EXPENDITURT OF FURDS
AGKIHIY BYDGEY, AY APPROX INATILY THE €0 pER CENY EXPENDITUNE PO 6N A
SARTICHLAR PROGRAM, |7 1€ SUBJCCTED YO A SETAILED TECHNITAL PROTT7SS aAvTIY © -~
2oTH BY ¥HE CHICF  ENGINIER AND THE COSNIZARY PROCUCT MANAGER. “MEWTVER - ° ~
" SECEBSARY, AE A RESULY OF THYS AUDIT, A REVESED CSTINAYE 1S PREPARED FOR ©
EALH PROGRAM, A FURTHER TECCHNICAL AUDIT 13 CONTUCTED "WHEN TT PER CENY OF °
_ YME BUDGET HAS BCEN EXPERDED AND REVISTONS ARE MADE AS RECESSARY, BOTH IN
YHT COSYS AND THE TIME REQUIHED TO COMPLETE YHE PROGRAN. IN THE CASE of
CPEF DEVELOPMENT PROGRAMS, A DAILY PROJECT EVALUATION I3 MADE ONCE 90 peER

CENT OF THT FUNDS MAVE BEER EXPENDID.
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/BG YD BE DELIVERED TME EARLY PART OF NEXT YEAR.

“MOVEMBER 13, IT 4S RECOGMIZED THAT A REASONABLE AMOUNT OF TiME wiLL CE
AN Vike

- PROB A DISCONTINGITY OF THE WORK ON THIS CONTRACT, WE WILL CONTINME WwORK ..
CWINDYT IWYCERUPTION AND AT A MAXIMUM EFFORT UNTIL NovoMoos 30. In aMy

i
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WITH RESPECT TQ THE COMTRACTY FO2 THE NADIR DITEaM INATION Device, EVERY EFFORT
s aRilc MADS TO ACCCLLRATE THC COMPLETION OF THE FIRST UMIT AND THLC REMAINING
In appitioN To THT ero-
CEDMRES DISCUSSEQ ABOYE, BOTH THE LIAISON EMGINEER AND THE ENGINECRING Pranner
ARE ACTIVE, ON A DAILY BASES, 1M EXPEDITING AND COORDINATING FMI3E CFFOSYS.

SIMEE THE ORIGINAL FUNDS ALLOCATEC TO THIS CONTRACT WERE CXPENDED AS OF

nﬂ,gssaag' ,}‘a&: You 10 EVALUATE AND APPROYE TH]S REQUESY FO& ADDIYIGNAL FUNDS.
ok fue FACY THAT WE ASE UNABLE TO GIVL YOU ADVAMCE NCTICE OF THE
REED oo FURTHER FUNDS, Wt CONSIDIR QURSELYES OBLIGED. TC CONTINUE wORK oN
THE PROGRAM UNTIL YOU HAVE HAD TIME TO ACT ON THIS MATTER. AccoppiNcLy,
£%D. I8 ORDER TO MINIMIZE THC POSS:BILITY OF COSTLY DELAYS “HICH $QULD RESWLY

CVLRY, WE will NQT STOP WORK OB THES GONT.AGT WITHOUT PRIG? COGNDINATION .
WATH Youl pPFICE, [N TURN, WwE TRUST THAT IT wiLL BE POSCIOLL FOii YO TO ACT
PROMPTLY TH-APPROVING OUR REQUESY Foi: ASGITIONAL FUNDS. . 17 .0 cis oo UF ANY
ASBISTANCE 1M EXPERITING THIS MATVER, PLLALC FLEL FREL TO CALL OH LS.

o .
. JRis . RS
R . !

' SINCTRELY,

Excrosurcs  (2)
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